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CONTRACTING  THE  CURRENCY. 
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AN  INTERVIEW  WITH  Dr.  ANDREW  SIMONDS,  PRESIDENT  OF  THE  FIRST  NATIONAL 
BANK  OF  CHARLESTON,  AND  HIS  VIEWS  AS  TO  THE  BEST  MEANS  FOR  SUSTAINING 
THE  VOLUME  OF  THE  CURRENCY. 


The  Neivs  and  Courier,  Charleston,  S.  C.,  November  j, 


A Reporter  for  The  News  and  Cou- 
rier called  yesterday  morning  on  Dr. 
Andrew  Simonds,  president  of  the  First 
National  Bank  of  Charleston,  to  get  an 

expression  of  his  views  upon  the  ques- 
tion of  retiring  the  Government  Bonds 
and  as  to  what  course  the  National 
Banks  of  the  country  should  pursue  in 
order  to  keep  up  their  circulation. 

“After  vour  long  and  successful  ex- 
perience, Dr.  Simonds,  in  the  manage- 
ment of  banks  both  under  State  and  Na- 
tional charters,  what  do  you  think  of 
the  National  Banking  system  ?” 

Dr.  Simonds:  It  Is  the  best  we  have 
ever  had. 

Reporter:  Who  originated  it  ? 

Dr.  Simonds:  The  credit  of  the  idea 
is  attributed  to  Chief  Justice  Chase,  but 
the  practical  details  were  given  by  prac- 
tical bankers,  and  especially  by  Mr.  E. 
G.  Spaulding,  of  Buflak),  N.  Y. 

Reporter:  Have'  there  been  many 

losses  to  the  people  under  this  system  ? 

Dr.  Simonds:  Not  a dollar  to  bill- 
holders;  probably  from  eight  to  nine 
million  dollars  to  depositors.  The  losses 
to  shareholders  have  been  ;$20,000,000,  and 
over  live  hundred  banks  have  been 
closed  from  various  causes. 

Reporter:  Is  there  any  immediate 

danger  to  the  system  by  reason  of  the 
rapid  reduction  of  the  public  debt  ? 

Dr.  Simonds:  Not  necessarily.  There 
are  enough  bonds  not  subject  to  imme- 
diate call  to  perpetuate  the  system  cer- 
tainly for  twenty  years. 

Reporter:  Please  state  what  classes  of 
bonds  those  are  ? 

Dr.  Simonds:  Ofthe  three  hundred  mil- 
lions of  3 per  cents,  two-thirds  of  which 
are  held  by  national  banks,  $30,000,000 
have  already  been  called.  The  3 percents 
are  probably  not  available  as  a basis  for 
circulation  for  any  length  of  time,  but 
the  balance  of  the  debt  is,  namely: 
About  $7:18,000,000  of  4 per  cents,  $250,000,- 
000  of  per  cents  and  $65,000,000  of  6 per 
cents  issued  to  Pacific  railroads.  We 
have,  therefore,  about  $1,050,000,000  avail- 
able for  the  issue  of  currency. 

Reporter:  Why,  then,  is  there  such 
fear  of  a rapid  contraction  of  the  cur- 
rency? 

Dr.  Simonds ; Because  the  banks  have 
shown  an  indisposition  to  buy  the  avail- 
able bonds  at  the  high  premiums  they 
command,  and  many  of  them  will  sur- 
render their  circulation  as  their  3 per 
cents  are  called,  unless  some  equivalent 
is  given  by  the  Government.  In  fact, 
they  are  already  doing  so,  the  circulation 
having  decreased  about  $10,000,000  in  the 


last  twelve  months,  and  unless  this  is 
checked  serious  results  are  apprehended 
to  the  great  business  interests  of  the 
country,  as  the  amount  of  currency  now 
is  insufficient  to  meet  the  demands  of 
business. 

Reporter:  What  is  the  amount  of 
paper  money  in  circulation  now  ? 

Dr.  Simonds  : About  $350,000,000  each 
of  greenbacks  and  National  Bank  notes. 
I do  not  take  into  account  the  silver  cer- 
tificates as  they  are  not  a sound  cur- 
rency, being  redeemable  only  in  silver, 
which  is  now  woi-th  about  85  cents  on 
the  dollar;  and  if  the  coinage  of  this  dis- 
honest dollar  is  not  stopped  our  best 
financial  thinkers  predict  troubles 
which  will  sweep  this  country  from  lake 
to  gulf  and  from  ocean  to  ocean. 

Reporter  : What  plan  would  you  sug- 
gest for  the  perpetuation  of  a circulation 
properly  secured  ? 

Dr.  Simonds : That  is  the  question 
which  is  agitating  the  minds  of  some  of 
the  ablest  financiers  of  the  country. 
Mr.  George  S.  Coe,  President  of  the 
American  Banking  Association,  and  one 
of  the  most  accomplished  writers  on 
finance  we  have,  suggests  that  the  assets 
of  the  associated  banks  themselves 
might  be  made  available  as  a guaranty 
fund  for  the  redemption  of  the  issues 
of  all  the  banks. 

Reporter : How  do  you  like  that 
plan  ? 

Dr.  Simonds:  I don’t  like  it.  The 
effect  will  be  demoralizing  when  you 
tax  conservative  banks  to  sustain  their 
reckless  neighbors.  “Let  every  tub 
stand  on  its  own  bottom.”  The  New 
York  Journal  of  Commerce,  whose 
articles  are  models  of  practical  common 
sense,  suggests  that  banks  be  author- 
ized to  issue  notes  to  the  amount  of  half 
of  their  paid  up  capital,  which  notes 
shall  be  a first  lien  on  all  their 
assets,  with  a sufficient  coin  reserve  for 
its  immediate  redemption. 

Reporter : Do  you  think  well  of  this 
plan  ? 

Dr.  Simonds : I think  very  well  of  it 
up  to  this  point;  but  when  it  is  suggested 
that  other  banks  be  assessed  pro  rata  to 
pay  the  circulation  of  all  failing  banks, 
the  same  objection  applies  as  to  Mr. 
Coe’s  plan.  Some  have  suggested  that 
circulation  be  based  on  State  bonds.  I 
am  sure  this  would  not  give  us  such  a 
circulation  as  we  now  have,  or  such  as 
the  people  will  demand.  Mr.  WTlliam 
Dowd,  president  of  the  Bank  of  North 
America,  New  York,  suggests  the  issue 
of  a 2 per  cent,  bond  by  the  Government. 
This  plan  implies  that  the  Government 


create  a perpetual  debt  for  the  purpose 
of  perpetuating  the  national  banking 
system. 

"Reporter  : What  do  you  think  of  this 
plan  ? 

Dr.  Simonds  : I like  it  better  than  any 
other  I have  seen,  as  it  is  simple  and 
leaves  each  bank  to  stand  or  fall  on  its 
own  merits.  But  I doubt  if  the  people 
would  consent  to  perpetuate  the  debt 
for  this  purpose,  notwithstanding  that  a 
National  debt  may  be  a National 
blessing. 

Reporter : You  give  the  plans  of 
others  but  you  have  not  given  your 
own  ? 

Dr.  Simonds  : I have  no  plan.  But  I 
think  the  simplest  solution  of  the  ques- 
tion is  for  the  next  Congress  to  remove 
the  tax  on  circulation,  and  this  is  only  a 
simple  act  of  justice  to  the  large  number 
of  small  banks  throughout  the  country. 
The  removal  of  the  tax  on  deposits  was 
in  the  interest  of  the  large  banks  in  the 
redemption  cities.  The  removal  of  the 
tax  on  circulation  touches  a vast  num- 
ber of  small  banks  throughout  the 
country,  and  therefore  will  benefit  the 
many  and  not  the  few.  The  Govern- 
ment can  well  afford  to  do  this, 
for  all  the  profit  on  the  lost  cir- 
culation goes  to  the  Government 
and  not  to  the  banks,  to  which  it 
properly  belongs,  and  it  is  to  the  inter- 
est of  the  Government  as  well  as  the 
people  to  increase  the  circulation  on  a 
sound  basis.  In  addition  to  the  removal 
of  the  tax  on  circulation  the  banks 
should  be  allowed  to  issue  to  the  full 
amount  of  the  value  of  the  bonds  and 
premium,  the  amount  of  premium  to  be 
protected  by  a coin  reserve.  For  in- 
stance, on  $100,000  of  4 per  cent,  bonds 
the  issue  of  $120,000  of  circulation  should 
be  allowed,  $100,000  of  which  will  be  ab- 
solutely secured  bv  the  bonds.  A coin 
reserve  of  $20,000  sliould  be  required  for 
the  balance,  the  United  States  treasurer 
retaining  the  5 per  cent,  redemption 
fund.  We  will  then  have  the  best  paper 
currency  in  the  world  after  the  extinc- 
tion of  that  which  we  now  have.  The 
present  system  being  adopted  in  time  of 
war  it  was  right  to  provide  against  a de- 
cline in  bonds,  but  I know  of  no  prece- 
dent in  the  world  to  justify  now  the  de- 
posit of  $120  in  value  of  the  best  security 
in  the  world — a security  than  which  the 
ingenuity  of  man  has  devised  no  better — 
to  protect  $90  of  circulation,  the  Govern- 
ment itself  holding  only  about  40  per 
cent,  of  coin  reserve  while  the  most  con- 
servative banks  in  Europe  hold  usually 
only  from  33  to  40  per  cent. 
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